THE CHANGING HEALTH INSURANCE LANDSCAPE

HOW DEVELOPMENT AND SYNTHESIS OF DATA INFORMS OF RECENT SHIFTS, MOST NO
GOVERNMENT BUSINESS MIX, COMMERCIAL FUNDING MIX AND PRESSURE ON PROFIT PC

June 2021

Geoff Cich
Director of Competitive Intelligence

Florida Blue



DISCLAIMER

Opinions represented in the content and themes
contained within the presentation are my own.
Content is developed and supported by publicly
available data and constructed and visualized to
represent the framework of competitive intelligence
and strategic reference - and reflects a broad view
of the markets and competitive dynamics; which
can and do vary from market to market.
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In order to analyze
something as simple
as counting medical

lives - it requires
parsing out disparate
and often large data
sets. ..
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... and from a market intelligence perspective we
rely on surveys, government sources and publicly
reported data to support our view of competitors
and the competitive environment
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Core statutory filings, supplements, survey instruments and market knowledge via
press/company releases aid in developing emerging trends to support strategy

Continuing Shift in Commercial Contracting Fully Insured Group The Rapid Increase of
Funding Mix Markets and Profit Pools Government Business

Self-Insured mix continues to
increase

Increased opacity in
understanding competitor
positions due to less regulated
products

Reliance on surveys and less
on SEC/NAIC data to support
competitive positions
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Recent Examples

Self-insured (ASO) and level-
funding popularity are aiding
in a contracting market
Association Health Plans
(AHP) artificially contract SG
while those that are self-
insured impact the FI ESI
Competition and higher
SG&A are lowering UW gains
in the markets

The top MCOs have seen an
increase in Medicare and
Medicaid business as states
expand eligibility

Medicare remains a growth
market and 2021 has been a
record year

Medicaid expansion remains
possible in many states



In the past decade, commercial ASO mix has increased as employers search for lower
cost plans; an alternative for savvier employers to choose outside of benefit buy-downs

2010 Commercial Funding Mix 2019 Commercial Funding Mix

With modest changes in the total commercial lives since 2010, approximately 12M covered lives have
converted to self-insured plans over that time

G uiD EWE LL Source: SEC filings, DRG adjusted to reflect accurate ASO for publicly reported; A&H Supplement and Supplemental Health Care Exhibits

Proprietary and Confidential. Provided to support discussion and review during the June SEAC Spring Meeting



With the increasing desire of employers to adopt self-insured plans, competitors
developed down-market products and services to compete for that space

Third-party administrators
~12M FlI members (e.g., Meridian (Aetna), UMR (UHC), IIS

Benefit Administrators, etc.)
have converted to Determining true number

self-insured since L{.Starmark G Gallagher of medical members tied
2010 “ LLIED to self insured policies is
If9§tm9r!< '.d)) NATIONAL difficult to measure; and

0 Degree Beeais Comparsy

that figure is likely
growing; making
accurate membership

: e sizing more opaque
measure, self- 'JJUmt%igﬁi!thcm )"( Clgna 2 R
/

New group members
add to the opaque Aetna Funding Advantage” plans
and difficult to

Alternate Funding

insured market

Level FundingSM from Cigna

Sell more. SR
Level Funded Premium Black Box

G uilD EWE L Source: Secondary research, various press, company releases, DRG/Statutory filings and internal analysis
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Cigna’s acquisition of Great-West lead the transformation of level-funding

LGVG' FU nd Ing combines financial predictability and the control and information you want, with an opportunity to benefit from a favorable

claim'syear

Self'fu nd | ng SOI UtIO nS have been working for over 30 years for companies with fewer than 250 employees; and that trend has been

pushed down-market as companies look to improve the health of the company and save money when claimcosts go down .
December July 2014
2009 )
January i Cigna becomes first
2008 NeV\{ Sa_le§ of Leve Julv 2013 carrier to offer self-funded
Funding in its second y ; .
) : J‘:} ) solutions across medical,
Cigna sells first level- year achieves 133% et July 2012 More than 2/3rds of Cigna dental, and vision
funded plan as a Growth . y clients with 4+ duration
successful pioneer in self- Half of all 2011 new received a surplus
funded plans for October clients with <250
employers <250 EEs $44,000 2010 employees choose level
funding
g Level Funding to Graded
November 2007 April 2009 Funding Migration —a
Cigna acquires Great- First surpluses delivered move formore savvy
West for $1.58 average $44k employers ready for
traditional self-funding
2008 2009 2010 2011 2012 2013 2014

GU | DEWE LL Source: Cigna Health and Life Insurance Company, Connecticut General Life Insurance Company or their affiliates.
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Example: Florida’s commercial fully insured market employer group contraction

Florida | 573,636 | 4,303,497 | 4,349,358 | 4,472,613
Totals

Florida’s Fully Insured Medical Membership Versus National Picture
100%
» Small group fully insured membership

declined 15% from 2015 to 2019; a market
highly sensitive to COVID-19. Historically
this has been a profitable market. Recent
contraction has been aided by level-funding
& ASO conversions, dropped ESI coverage,
definitional changes and small employers
moving to Association Health Plans

90%

W 1,615,873 1,681,209 1,759,276

Expansion

1,993,806

70%

60%

13,330 498,165

470,323

50% 438,843

40%
» Large employers (50+ or 100+ ATNE)

N 1,742,551 1,750,130 1,723,719 1,632,481 reported a 2% decline over the period

20%
« While some states like Florida has seen a
strong increase in the Individual market,

nationally from 2015 to 2019, overall

2017 2018 2019 2020 membership nationally declined by 25%
mFEHBP ®=LG xclFeds ®mSmall Group  ®|ndividual

10%

401,882 373,993 396,040 407,483

0%

G U I D EWE L L Source: annual statutory filings; SHCE; state pages. UW gains will be impacted by HIT and reinsurance
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Small group fully insured head-winds have persisted for years

And for segments such as fully insured small group, where insurers were likely to see the largest profit
pools — the pressures were coming from several areas:

» Self-funded
* Association Health Plans
* Integrated HRAs

 Definitional Changes
* Most recently, operational disablement due to pandemic and related financial

pressure
National Small Group Fully Insured
4l CAGR
13
12 I I
;E 11
2015 2016 2017 2018 2019

Source: Annual statutory filings; SHCE and developed from DMHC, CDI, and all NAIC based regulatory agencies
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Despite rebounding SG FI Profit Pools, pressures have returned

Florlda

FI Profit Pool (UW Gains in $000) National Picture

« Profitability* declines began to impact all
lines in 2019 — early indications of filings
suggest continuing pressures into 2021

v
et
& Individual
B oy $1,113,66 accounts for
o : greater % of Commercial FI UW Gains* by Segment
& $194,501 $1,160,53 total FI UW $10.00 y S€g
O Gains but total 22015 ®=2016 ®2017 ®=2018 w2019
E $ value has $8.00
0 declined with s6.00
o\o all otherlines *
8 $4.00 -
. ol ..u
$353,978 $190,631 $0.00 [ S mm
$125,615 ($2.00)
$176,179
$272,762 T ($4.00) E
$81,435 : (Sﬁ.OO)E
Individual LG SG
2017 2018 2019 2020
*Use of reinsurance impacts UW pressure
m| G + FEHBP mSG ® |Individual

G uiD EWE LL Source: Secondary research, various press, company releases, DRG/Statutory filings and internal analysis
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While some fully insured competitors such as Kaiser continue to remain relevant

Competitors continue to vie for Kaiser’s stronghold of local large group fully insured share — building out
Kaiser-style relationships and networks such as Doctors plans, Vivity, Harmony, etc.

Kaiser Total Fully Insured

Despite a model that has changed little over time, has limited
Commercial Share

geographic expanse and remains focused on the local fully insured

. . . . 34%
group market, Kaiser has taken a national lead in fully insured g
Commercial Fl Large Group
Cumulative Growth 2% - R,
41% 10% =
10%
20 T
+1M -

Kaiser

00 HI 24%

» Kaiser Health Plans operate in 8 states and D.C. and have the #1
national share in:

+ Total Fully Insured: 13%
 Fully insured large group: 15%
- 4M « Fully insured group: 17%

All Other

(2.0) |

(4.0)
Top 5
Pul?lic * Large group accounts for 75% of their commercial FI with an average of

MCOs -5M ~40% share in their 9 markets.

* They have 2.3M Individual and small group members equally divided;
both line added members in 2018.

» CArepresents ~70% of their commercial Fl.

Membership in Millions

60) ! —— s
2012 2014 2016 2018

G uiD EWE LL Source: Secondary research, various press, company releases, DRG/Statutory filings and internal analysis
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Yet, Kaiser’s model has been difficult to replicate outside of California

Mission: Kaiser Permanente exists to provide high-quality, affordable health care
services and to improve the health of our members and the communities we serve

A

Member Member
Individual & Employer Individual & Employer
g % $ %
$ 5 5 C]
£ () & ()
5 %, & %
4 % & %
~
California Kaiser Georgia Kaiser
Foundation Foundation

Health Plan (NFP)

“ Health Plan (NFP)
\E
Arrows represent direction Arrows represent direction
of financial risk @Q\ of financial risk @g\

Kaiser Foundation : Contracted For Profit Medical Group
Hospitals Health Saivices For Psrg;l:nhéeglgr?!h? (r;oups Limits integration and Less Integrated Mid-Atlantic Permanente
Owned (NFP) interoperability Medical Group (MAPMG)

G uiD EWE L Source: Statutory filings (MD&A), Kaiser Permanente press and company releases; NAIC/CDI/DMHC analysis
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And now we are witnessing the shift toward Government-Sponsored Business

2017 MCO Medical Membership Mix 2021 MCO Medical Membership Mix

In three years,
o government-based mix
13% increased by 10 full
percentage points

Medicare

Medicare
16%

n = 129.5M n = 148.7M (+15%)

« Since 2017 Fl Government revenue increased by 72%, outpacingcommercial’'s6% growth over the same time

« The 10% change in revenue mix is in-line with change in membership mix as government business now
accounts for 76% of the MCO premium revenue compared to 66% in 2017

There has been a seismic shift toward government-based business

G uiD EWE LL Source: Public MCOs SEC filings, 10-Q, 10-K, eamings and financial supplements (UNH, HUM, ANTM, MOH, CNC, CI, CVS)
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Questions?

Synthesis of data and company reporting provides benchmarks to support
competitive products, pricing and enhancements to services

Now that the data and research has informed us . . .

« How do we disseminate, develop and support
. both tactical and strategic goals?

-. * What other assumptions can we build out?

-  How do we see our business changing and how
do we respond?
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